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A PAPEE 


BALANCE  SHEETS 


HOW  TO  PROVE  THEM. 


BT 

HENRY  E.  BAILEY, 

OF  NEWCASTLE-UPON-IYNE. 


MANCHESTEIt : 

laSUEl)  BY  THE  Co-OPEBATIVE  UNION  LIMITED,  LONG  ^IlI.EGATE. 

1900. 


BALANCE  SHEETS  AND  HOW 
TO  PEOVE  THEM. 


^ 

WHILE  I wiUingly  accept  an  invitation  from  the  Northern  Section 
and  several  friends  in  the  movement  to  write  my  views  on  the 
above-named  subject,  I do  so  with  a certain  amount  of  reticence,  and 
wish  it  to  be,  in  the  first  place,  understood  that  I am  of  opinion  in 
conducting  the  accounts  of  a vast  majority  of  societies  the  accounts  are 
balanced  honestly,  still  I do  hold  an  opinion  formed  upon  a long,  intimate, 
and  practical  experience,  that  errors  in  judgment  have,  do,  and  will  step 
into  the  balance  sheets  of  our  societies,  without  more  care  is  used  and 
knowledge  of  accountancy  obtained  by  our  store  officials.  The  Central 
Co-operative  Board  have  from  time  to  time  published  works  on  Booa^ 
keeping  and  Auditing— books  which,  for  their  price,  can  be  purchased  by 
every  member  of  the  movement  who  wishes  to  make  himself  fully  informed 
on  this  important  part  of  store  management.  At  present  the  Central 
Board  is  issuing  a set  of  outline  lessons  on  bookkeeping,  at  a very  nominal 
price — about  6d.  per  copy,  I think,  so  that  it  cannot  be  said  that  the  Co- 
operative Union  has  not  fully  considered  and  placed  before  its  members 
a full  treatise  on  this  matter. 

What  is  a balance  sheet  ? A balance  sheet  is  a written  or  printed 
document  placed  in  the  hands  of  the  members  of  co-eperative  societies, 
and  which  should  show  the  financial  position  of  a society  from  one  given 
date,  at  which  its  books  were  balanced,  to  that  of  another  date,  when  the 
books  of  accounts  of  that  particular  society  are  again  closed  and  its 
stocks  taken. 

What  accounts  should  a balance  sheet  show  ? (1)  A Cash,  (2)  Bank, 
(3)  Land,  Building,  and  Fixtures,  (4)  Expenses,  (5)  Trade,  (6)  Profit  and 
Loss,  and  (7)  Capital,  or  what  is  known  as  a Liability  and  Assets  Account. 
All  balance  sheets  proceed  from  two  (to  use  an  illustration)  fountains— 
Cash  and  Goods  Accounts, — therefore  it  is  all-essential  and  necessary  to 
see  in  the  investigation  of  a balance  sheet  that  these  two  accounts,  cash 
and  goods,  are  regularly  and  carefully  kept,  periodically  balanced  and 
tested  in  the  case  of  cash  by  counting  the  actual  balance  at  a stated 
period,  and  the  goods  account  duly  checked  by  seeing  the  various 
receiving  books  cleared  and  certified  by  the  invoices  or  invoice  books.  In 
other  words,  what  should  be  done  with  cash  and  goods  is  to  see  that 
in  both  cases  what  a society  should  receive  that  it  does  so  receive.  This 
satisfactorily  proved  in  the  body  of  a society's  accounts,  laysjthe  founda- 
tion whereon  a sound  financial  balance  sheet  can  be  formed.  Book- 
keeping is  a science  which  treats  of  the  correct  method  of  rendering  the 
transactions  of  trade  in  a plain  and  systematic  manner. 
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We  have  stated,  and  now  recapitulate,  that  a well-formed  balance  sheet 
must  render  the  business  transactions  of  any  society  under  the  following 
heads — commonly  called  accounts : — 

1st. — Cash  Account. 

2nd. — Bank  Account. 

— Land,  Buildings,  and  Fixtures  Account. 

4th.  Expenses  (under  Separate  Heads)  Account. 

— Trade  and  Departmental  Account. 

— Profit  and  Loss  Account. 

7th.— Capital,  or  Liabilities  and  Assets  Account. 

No  balance  sheet  without  these  accounts  can  be  considered  satisfactory. 
In  investigating  a balance  sheet  from  the  printed  document,  and  in  the 
absence  of  the  books  of  accounts,  the  opinions  we  form  of  the  position  of 
My  society  from  this  course  of  judgment,  as  to  its  financial  position,  must 
be  assumed— and  that  assumption  grounds  its  formed  opinion  on  what  is 
commonly  known  as  the  Auditors’  Report,  which  should  be  the  closing 
statement  in  any  balance  sheet.  The  words  of  certificate 

We  have  carefully  examined  the  books,  vouchers,  and  accounts 
of  your  society,  and  find  the  same  to  correspond  with  the  balance 
sheet,  and  the  present  state  of  the  society's  position  as  therein 
stated  is  correct.  The  stocks  are  taken  at  cost  price,  and  are 
according  to  the  valuation  of  your  committee. 

Signed, 

] * ’ II  ] 1 1 * ] j-  Auditors. 

We  do  expect  that  auditors  having  signed  the  above  certificate  oi 
correctness  are  thoroughly  acquainted  with  the  details  of  the  business, 
and,  therefore,  know  exactly  what  points  require  investigation  and  proof, 
^th  a clear  and  comprehensive  mental  grasp  of  the  true  nature  and  drift 
of  the  accounts  to  be  examined,  and  with  an  intemgent  perception  of  the 
responsibility  of  their  ofiSce,  in  order  to  render  their  labours  a practical 
benefit  to  the  society  whose  interests  they  are  appointed  to  protect. 
Unless  they  attain  this  view  of  the  matter,  their  painstakiiig  and  most 
diligent  labours  will  only  tend  to  the  more  complete  concealment  of 
misdeeds,  errors,  and  fraud,  and  at  the  same  time  give  an  assurance  of 
safety  where  it  does  not  exist,  and  aid,  instead  of  prevent,  a course  of 

systematic  fraud,  or  perhaps  build  up  expectations  that  are  doomed  in 
the  end  to  disappointment. 

If  the  persons  selected  for  the  duty  of  auditors  are  so  ignorant  of 
kkeping  as  to  fancy  that  the  correct  casting  up  of  columns  of  figures 
that  may  be  put  before  them,  without  any  comprehension  of  what  these 
figoiM  represent,  will  constitote  an  audit,  it  is  quite  possible  that  their 

appointment  may,  in  so  far  as  a check  upon  fraud  is  concerned,  do  more 
harm  than  good. 

Therefore,  we  conclude  that  the  audit  of  accounts  connected  with  any 

society  whose  members  examine  its  balance  sheet  from  remarks  we  make 

in  this  paper  are  first  examined  and  certified  by  qualified  and  painstakine 
auditors.  ^ “ 
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DIAGRAM  N?l. 

S/wu^ui/J  lhr.Books  and^J^osS/i^  /or  S/are  Zoan  emif  ty/rm/I  Sewin/fs 
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Savings  BanJc  De/iosds. 

T/r  ru/mnrrs  on.  t/eformj-  m Brotframs  refer  To  those  mm/ers 
in  t/ie  CrntraJ  Board  Sj/stm  of 


No.  1.— CASH  ACCOUNT. 

We  therefore  presume  that  the  auditors  have  examined  all  the  balances  from  the  previous  balance  sheet — seeing  that  the 
balances  are  correctly  brought  forward  in  the  society’s  impersonal  ledger,  from  and  to  the  several  accounts  ; that  the  cash 
in  hand  at  the  end  of  any  given  balance  sheet  is  correctly  brought  from  the  credit  of  the  December  sheet  to  the  debit  of  the 
sheet  issued  and  ending  with  the  three  months  ending  with  March,  or  as  the  case  of  date  in  regard  to  the  audit  may  be.  The 
auditors  having  checked  on  the  Dr.  side  (receipts)  of  Cash  Account  all  receipts  of  cash  from  the  departmental  cash  books,  and 
contributions  to  shares  or  loans,  also  sundry  sales,  or  receipts  from  any  ivestments  from  the  contribution  or  sundry  sales 
books,  these  can  be  traced  in  the  printed  sheet  in  the  case  of  receipts  for  goods  to  Departmental  Trade  Account — under  their 
respective  heads ; while  shares  received,  or  loans,  can  be  noted  in  Capital  Account,  Dr.  side,  as  forming  a portion  of  the 
additions  to  these  respective  accounts  of  Share  and  Loan  Capital  Account.  The  Sundry  Sales  Account  must  be  traced  to 
Profit  and  Loss  Account,  Cr,  side — while  the  cash  in  hand  at  the  commencement  of  the  quarter  and  brought  from  the 
preceding  quarter  must  be  traced  to  the  Dr.  side  of  its  account  and  to  the  impersonal  ledger.  We  will  now  recapitulate  on 
the  Dr.  side  of  Cash  Account. 


Cash  Account. 


To  Balance,  March  5, 1888 
„ Sales — 


„ Bank 

„ Contributions 

„ Loans  

„ Small  Savings 

„ Rents 

„ Forfeits  

„ Entrance  Fees 


8.  I d. 


Grocery  and  Provision 1861  19 

Drapery 198  14 

Boots  and  Shoes 90  0 


£ 

8. 

d. 

2 

14 

6 

1646 

14 

8 

1801 

10 

0 

16 

6 

6 

60 

0 

0 

16 

8 

2 

28 

0 

0 

0 

14 

0 

8004 


By  Payments  for  Goods — 

Grocery  

Drapery 

Boots  and  Shoes  • . . . 


Expenses — see  Expenses  A/ot. 
Withdrawals — 


Members’  Capital  . . . . 
Loans  and  Interest. . • . 

Small  Savings 

Dividend  and  Interest 


„ Repairs  on  Cottages 

„ Bank  

„ Cash  in  hand,  June  4, 1888 . . . 


M 

s. 

1100 

0 

189 

0 

31 

0 

76 

12 

80 

0 

9 

10 

70 

10 

Cb. 

8.  |"d.  h I B,  I d. 


1820  0 
76  12 


186 

12 

1 

9 

1469 

17 

0 

10 

g*?f4 

2 
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1st.  See  that  the  cash  in  hand  from  previona  balance  aheet  is 
correctly  rendered  to  the  new  sheet. 

2nd.  That  the  department  sales  for  the  cnrrent  qaarter  are  correctly 
rendered  from  Cash  to  Trade  Account  (No.  5). 

3rd.  That  share  and  loan  contributions  are  added  to  Share  and 
Loan  Accounts  under  their  respective  heads.  lu  passing,  I may  say 
it  is  not  generaUy  known  that  it  is  necessary  by  law  that  the  society 
should  fix  in  the  share  or  loan  book  of  the  share  or  loan  holder  a 
penny  receipt  stamp  in  receiving  amounts  of  share  or  loan  capital— 
and  in  these  payments  of  shares  or  loans,  in  like  manner,  the  share 
or  loan  holder  should  afSx  and  becomes  chargeable  for  the  stamp. 

4th.  To  trace  the  sundry  receipts  to  Profit  and  Loss  Account,  Cr. 
side,  and  any  interest  or  dividend  from  Investments  to  Capital 
Account,  Cr.  side,  unless  same  is  withdrawn  in  current  quarter,  when 
it  should  be  traced  to  Profit  and  Loss  Account,  also  seeing  that  same 
is  properly  dealt  with  in  Trade  Account. 

6th.  The  amount  received  from  bank,  by  payments  from  cheques 
issued  and  paid  away,  for  which  receipts  are  received  and  entered  as 
paid  for  goods— should  be  traced  to  the  Cr.  side  of  (No.  2)  Bank 
Account. 

We  now  come  to  the  Dr.  side  of  Cash  Aoconnt  “Payments,”  which 
may  be  placed  under  the  following  heads : — 

Payments  for  Goods. 

„ „ Withdrawals,  Shares. 

„ „ Withdrawals,  Loans. 

,1  „ Interest  and  Dividend, 

yy  „ Expenses, 

yy  „ Donations,  &o. 

yy  to  Bank. 

„ for  Buildings,  Land,  or  Fixtures,  under  separate  heads. 

M „ Eepairs. 

Concluding  the  account  with  the  balance,  actual  cash  in  hand  at  the 
date  of  closing  the  account,  and  which  should  be  counted  by  the  auditors 
or  some  person  appointed  by  the  committee  of  management,  at  the  time 
of  closing  the  Cash  Account. 

In  examining  a balance  sheet  from  the  printed  document  we  expect  it 
to  be  a refiex  from  the  books  of  accounts  from  which  it  is  compiled  that 
the  following  modus  operandi  has  been  gone  through  in  working  the 
society's  accounts  before  the  payment  for  any  goods  is  made : — That  the 
invoices  have  been  checked  by  the  goods  receiving  book,  also  compared 
with  the  order,  initialled  by  the  buyer  confirming  the  price,  and  as  a 
primd  facie  evidence  of  this  routine  having  been  gone  through,  the 
invoice  marked  with  the  receiving  book  folio.  In  the  case  of  a society 
with  branches,  it  is  indispensable  that  the  branch  manager  should  sign 
each  invoice,  thus  confirming  the  amount  of  goods  and  value  received  by 
him  in  his  particular  department,  “Order  is  the  first  law  of  nature,” 
and  without  order  in  an  office  every  effort  at  correct  detail  will  require 
much  more  working— a place  for  everything  and  everything  in  its  place 


Sales  Cash  Book.  D?  Bank  Book  C?j  Wage  Book. 


DIAGRAM  N?2. 

SAou'ih^  fA/’  anr/Ih^h/T^  of/hs^.,/a:auJtl: 


/w/n^ers  ///  //m/hrmj’  t/i  T/i£‘.Z)7//^ams  refer  it?  iJwse  m/m iers 
vri  fertJrai  /Jc?ar/f  f'j/sie??t  of  fio off 
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sbonld  be  observed.  Cash  receipts  should  not  be  taken  on  the  invoice 
but  on  separate  forms,  carefully  pasted  into  a receipt  book,  lettered 
“ receipts  for  goods.”  Withdrawal  of  shares,  loans,  or  dividend  and 
interest,  or  small  savings  should  be  receipted  in  their  respective  with- 
drawal books.  Expenses  paid  should  be  receipted  on  the  face  of  the 
invoice  or  on  a special  form  after  receiving  authority  for  payment ; as  so 
should  payments  made  for  land,  buildings,  and  fixtures,  or  repairs , 
also  donations  made  for  charitable  or  other  objects,  either  by  order  of 
the  shareholders  or  society’s  board  of  management.  These  receipts 
should  be  carefully  pasted  in  a guard  book,  and  the  book  lettered 
“ Expenses,  &c.”  The  payment  for  checks  bought  from  non-members  by 
the  society  should  be  accompanied  with  the  receipt  of  the  receiver,  also 
his  name  and  address.  The  payments  to  bank  should  be  kept  in  a small 
guard  book,  especially  provided  for  that  purpose,  and  when  paying 
money  into  bank  a receipt  should  be  obtained  from  the  bank-teller. 
These  receipts,  also,  should  be  carefully  and  systematically  pasted  into 
the  book  named  and  lettered  “ Bank  book."  In  proving  this  account  the 
duplicate  portion  of  cheque  book  should  be  cut  out  and  pasted  into  this 
book.  Thus  the  payments  into  bank  form  the  Dr.  of  the  account,  while 
the  withdrawals  form,  by  way  of  cheques  drawn  out,  its  Cr.,  debiting  the 
hank  with  deposits  and  crediting  it  with  withdrawals.  Auditors  should 
compare  this  book  with  the  book  written  up  by  the  bank  officials,  and  it 
is  well,  periodically,  to  have  a written  statement  from  the  bank  itself  as 
to  the  actual  balance. 

In  passing  along  wo  may  just  say  all  carriage  for  goods  inward  should 
be  added  to  cash  paid  for  goods,  while  delivery  of  goods  to  members 
should  be  charged  in  expenses  account.  Further,  on  paying  wages  a 
wage  book  should  be  kept,  in  which  the  signature  of  the  receiver  should 
be  taken,  or  his  or  her  receipt  taken  on  an  expenses  form.  As  far  as 
possible  forms  of  expenses  should  be  used  to  maintain  uniformity  in  the 

expe/ises  guard  book.  .r,  u a a • i 

A matter  of  great  importance  in  working  a Cash  Account  is  keeping  it 
posted  day  by  day.  It  is  scarcely  of  less  importance  in  all  other  books 
in  a set  of  accounts,  but  in  the  balancing  and  certifying  of  a Cash 
Account  this  duty  is  of  vital  importance  in  keeping  the  finances  of  a 
society  correct. 

We  will  now  leave  the  Cash  Account,  feeling  confident  that  the  auditors 
have  examined  the  various  additions  and  seen  that  each  payment,  under 
whatever  head  it  may  be  required  to  appear  in  the  printed  sheet,  is 
accompanied  with  a duly-stamped  receipt  of  the  receiver,  and  that  no 
payments  to  their  knowledge  have  been  made  which  should  not  have  been 
SO  made. 

No.  2.— BANK  ACCOUNT. 

The  law  of  bookkeeping  arranges  that  every  debit  shall  have  it 
corresponding  credit,  so  that  as  the  Cash  and  Goods  Accoonts  are  the 
fountains  from  which  the  whole  of  the  entries  flow  in  a well-organised 
system  of  bookkeeping,  the  Bank  Account  acts  as  the  key  to  the  whole 
system.  Paying  all  Trade  Accounts  by  cheque  through  a bank  has,  to 
my  knowledge,  been  the  saving  from  ruin  of  more  than  one  co-operative 
society. 

This  account  is  easily  understood,  and  its  checking  is  simple.  We 
sketched  its  keeping  in  Cash  Ac^^nut,  so  need  say  no  more  on  this  matter. 
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DIAGRAM  N?4. 

oflm/wnson^yLaiffer. 


Impersonal  Ledger 
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EXPENSES  ACCOUNT— conftnwcd. 

This  account  is  shown  as  a total  in  Cash  Account  on  the  credit  side 
and  now  in  its  separate  account  requires  to  be  subdivided  and  apportioned 
out  to  its  several  departments ; in  other  oases  as  that  of  a large  society 
to  the  various  branches  in  which  the  society’s  trade  is  transacted. 

We  may  be  asked  to  define  what  should  be  charged  under  the  head  of 
expenses.  In  the  “Manual  of  Audit,"  issued  by  the  Central  Board,  we 
explain  this  division. 

For  the  purpose  of  arriving  at  an  accurate  statement  of  expenses  of 
distribution,  it  is  important  to  determine  what  they  should  embrace. 

The  smrest  guide  is  to  lay  down  a principle  that  all  charges  incurred  to 
place  the  goods  into  the  store  ready  for  sale  should  be  added  to  cost,  and 
all  after  this  stage  should  be  charged  to  expenses. 

For  instance,  butcher’s  wages  in  attending  market  bujing  cattle, 
slaughtering  the  same,  bringing  cattle  to  the  store,  interest  and  deprecia- 
tion on  slaughter-house  should  be  added  to  the  cost  of  cattle ; but  the 
butcher’s  attendance  on  customers  to  sell  the  meat,  and  interest  and 
depreciation  on  the  store  should  be  charged  to  distributive  expenses. 

The  same  remark  also  applies  to  a tailoring  trade,  or  a boot  and  shoe 
making  trade,  or  any  other  productive  industry ; the  wages  of  workmen 
in  producing  goods  and  cost  of  workmanship  should  be  charged  as 
separate  items  to  cost  of  goods,  and  all  charges  after  the  goods  are  placed 
in  the  store  for  sale  to  distributive  expenses. 

Carter’s  wages,  horse  keep,  depreciation,  and  interest  on  capital  invested 
in  rolling  stock  should  be  charged  to  cost  of  goods  whore  they  are 
exclusively  used  in  bringing  the  said  goods  to  the  store;  but  where  they 
are  also  used  in  distributing  goods  to  customers,  only  such  portion  should 
be  charged  to  distributive  expenses. 

To  check  this  account  see  that  the  total  of  expense  paid,  as  per  Cash 
Account,  agrees  with  the  account,  and  that  Departmental  Trade  Account  is 
debited  with  the  amount. 

The  whole  of  the  interest  chargeable  on  capital  and  used  in  trade 
purposes  must  be  debited  in  this  account,  also  depreciation  of  property 
and  fixed  stock  used  for  the  same  purpose,  while  any  dividend  owing  to 
the  departments  for  their  trade  from  other  institutions  must  be  credited  to 
this  Expenses  Account.  Bank  interest  must  also  be  credited  to  this 
i»cconnt,  while  commission  and  interest  charged  by  the  bank  must  be 
b irged. 
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Many  balance  iheets  are  baaed  on  cash  paymenta.  This  coarse  is  open 
to  grave  error,  and  I have  known  societies  omit  invoices— only  debiting 
toe  Trade  Account  with  goods  paid  for  as  per  Cash  Acconnt — and  not 
keeping  Departmental  Accounts,  on  the  principle  of  charging  the 
depMtment  with  goods  as  per  invoice  book;  nor  checking  the  goods 
receiving  books  of  a society  to  see  that  all  goods  coming  into  the  store  are 
charged  to  the  department  receiving  the  goods.  To  Ulustrate A Cash 
Account  may  show  £5,000  paid  for  goods,  but  £6,000  of  goods  may  have 
come  into  the  society's  possession.  This  £6,000  can  only  be  ascertained  by 
adding  the  total  invoices  together,  through  the  medium  of  either  an 
mvoice  book  or  day  book  of  goods  bought,  copying  the  invoices  into  it. 
I think  you  will  now  see  the  importance  of  balance  sheets  being  formed 
on  Goods  Account,  and  not  Cash.  In  this  account,  therefore,  it  is 
necessary  to  see  that  aU  goods  purchased,  invoiced,  and  to  hand,  are 
debited  and  charged  to  the  proper  departments. 

Now  to  test  the  account First  see  that  the  stocks  from  the  previous 
quarter  are  correctly  transferred  from  the  last  Trade  Account;  next  debit 
the  account  with  all  goods  received  by  it  during  the  current  quarter, 
seeing  that  the  same  apees  with  the  amount  paid  for  goods  in  the  Cash 
Acconnt,  that  is  providing  that  no  balances  are  owing  at  the  end  of 
previous,  and  that  all  accounts  are  paid  at  the  end  of  current  quarters. 
Debit  the  account  with  any  acconnt  owing  to  the  society  by  members  at 
the  end  of  previous  quarter ; next  debit  it  with  the  expenses,  as  per 
Expenses  Account.  These  items  form  the  total  of  the  Dr.  side  of 
Depptmental  Trade  Account.  Having  formed  the  debit  side  we  then 
credit  the  department  with  the  sales  made  during  the  quarter,  also  credit 
any  amount  due  for  outstanding  accounts  owing  by  members,  crediting 
also  any  dividend  from  purchases  at  the  Wholesale  Society  or  other 
institution.  The  stocks  having  been  carefully  audited,  must  here  be 
credited  to  separate  departments,  the  balance  then  will  be  profit— net 
profit  of  the  Trade  Departmental  Account.  This  balance  is  then  carried  to 
the  credit  of  the  Profit  and  Loss  Account.  In  this  acconnt  we  are  able 
to  see  the  state  of  each  branch  of  the  society’s  business,  and  errors  as  to 
a large  or  small  profit  being  made  at  once  show  themselves.  It  is  here 
we  are  able  to  judge  of  the  financial  position  of  the  working  of  the 
society  for  the  time  over  which  the  balance  sheet  under  our  investigation 
is  rendered,  and  any  error  as  to  small  or  exorbitant  profits  can  be 
detected ; if  extra  large  profits  are  made  a reason  must  exist  for  such 
profit,  if  small,  explanations  can  or  should  he  given  as  to  the  cause. 

Recapitulation  . 

How  to  test  Dr. ; — ^Examine  the  stocks  from  previous  balance  sheet, 
that  the  account  or  departments  are  debited  with  all  goods  purchased  by 
the  society,  also  accounts  (if  any)  owing  to  or  by  the  society,  and  that 
same  are  brought  correctly  forward  and  that  expenses  agree  with 
Expenses  Account. 

Cr. See  that  total  sales  are  credited  as  per  Cash  Account,  that  Sundry 
Dividends' Accounts  owing  by  toe  society,  and  Current  Stocks  agree  with 
assets  account  in  General  Statement. 
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. 7 ACCOUNT.— LIABILITIES  AND  ASSETS— CAPITAL  ACCOUNT  OR  GENERAL  STATEMENT 

Capital  Account.  i 
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Having  all  the  aabsidiary  books  posted  up  to  their  various  accounts  in 
the  society’s  impersonal  ledger,  if  the  details  are  correctly  rendered,  the 
balance  of  the  general  statement  of  profit  and  loss  will  check  itself  with 
the  Profit  and  Loss  Account.  These  accounts  duly  audited  and  certified, 
we  can  then  check  this  statement  by  carefully  tracing  the  balance  from 
previous  quarter,  as  follows : — 

We  commence  by  testing  the  Cr.  side  of  the  account.  8tock-in-hand 
must  agree  with  stock-in-hand  at  end  of  quarter  in  Departmental  Trade 
Account. 

Investments  : — See  that  balances  are  correctly  brought  from  previous 
quarter,  and  that  any  additions  by  way  of  contributions  from  Gash  Account 
or  dividend  and  interest  added  are  made ; also  that  said  amounts  have 
passed  through  either  Cash,  Trade,  or  Profit  and  Loss  Account.  Land, 
Building,  and  Fixtures  Account : See  to  the  correct  rendering  of  balances 
from  previous  sheet,  then  see  that  additions  thereto  and  depreciation 
from  the  amount  have  been  correctly  made,  and  that  the  society’s  deeds 
are  in  safe  custody  of  the  officers.  Bank  balance  to  agree  with  Bank 
Account,  cash  in  hand  with  cash  balance  in  Gash  Account.  Accounts 
owing  to  the  society,  if  any,  by  members  must  agree  with  this  item  in 
Trade  Account.  The  total  of  these  items  form  the  assets  of  the  society, 
or,  in  other  words,  show  what  the  society  possesses  from  every  source. 
Having  now  ascertained  our  total  assets,  we  proceed  to  the  Dr.  side  of  this 
account,  and  see  what  our  liabilities  are.  These  can  be  classed  under  the 
following  heads : — 

Members’  Shore  Gapital 
Loan  Gapital 
Advances  on  Mortgages 
Trade  Debts  owing 
Reserve  Fund 
Cash  due  to  Bankers 
Small  Savings  Accounts 
Education  Fund,  in  hand 

To  prove  the  share  capital  it  is  necessary  to  take  the  amount  standing 
to  the  credit  of  shares  on  previous  balance  sheet,  add  to  this  amount 
dividend  and  interest  of  last  division  of  profit,  also  any  contributions 
received  during  new  quarter  ^ then  deduct  all  fines  and  withdrawals. 
The  balance  should  then  agree  with  printed  sheet.  In  the  same  way  we 
test  loan  mortgages,  small  savings,  Reserve  Fund,  or  Educational  Fund. 
It  is  wise  to  publish  the  amount  of  share  and  loan  capital  in  detail 
periodicaUy,  that  is,  the  amount  due  to  each  share  or  loanholder,  publish- 
ing the  number  and  the  amount,  by  this  means  each  member  sees  the 
state  of  his  aceoxmt.  Besides  the  issue  of  this  printed  list,  it  is  essential 
and  imperatively  necessary  that  each  quarter  the  summary  of  member’s 
claim  book  is  duly  written  up,  added  and  certified  by  the  auditors,  also 
that  the  members*  share  pass  books  are  compared  with  the  share  ledgers, 
lo^n  and  small  savings’  account  come  under  the  same  process  of  check. 
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Accoauts  owing  by  the  society,  on  account  of  goods  purchased,  ii 
another  important  point  to  be  carefully  checked.  This  can  be  done  by 
seeing  that  the  goods  receiving  books  are  cleared,  and  th*t  the  trade 
ledger  is  correctly  balanced. 

In  concluding  this  paper,  I may  say  that  if  societies  would  only  agree 
to  issue  one  uniform  balance  sheet,  it  would  be  to  the  advantage  of 
the  societies,  and  the  movement  in  general,  and  I know  of  no  better  form 
than  that  placed  before  the  movement  in  the  balance  sheet  issued  by  the 
Co-operative  Wholesale  Society,  and  which  is  illustrated  and  explained!  n 
the  “ Bookkeeping,  Audit  Manual,  and  Outline  Lessons  ’*  issued  by  the 
Central  Co-operative  Board. 

H.  B BAILEY. 
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